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Residential development land prices edged 
up in the first three months of the year across 
England and Wales, reflecting the small 
improvement seen in average house prices 
across the UK. 

There are signs that more planning consents 
are coming through on some developers’ 
structural land banks. This is a result of 
challenges faced by some local authorities in 
achieving an ongoing supply of sites sufficient 
to provide five years’ worth of housing – a 
requirement of the new National Planning 
Policy Framework (NPPF). This rise in consents 
means supply is less constrained than it was 
this time last year. 

However, in some cases, land is being 
approved for development where there is 
limited demand, given the new economic 
dynamics across the UK. Indeed, there is  
still a shortage of development land of the 
right scale across South East England. 

In terms of demand, recent political 
developments could provide a boost to the 
market in the coming years. In March, the 
Chancellor launched a large-scale ‘Help to 
Buy’ mortgage scheme, designed to help  
more would-be home buyers secure a 
mortgage loan. Under the first part of the plan, 
which launched on April 1st, the Government 

will offer an equity loan of 20% to purchasers.  
(first-time buyers and home movers), interest-
free for five years. This will allow borrowers to 
access a 75% mortgage deal instead of a 95% 
loan-to-value (LTV) deal. There are far more 
75% LTV mortgage deals available on the 
market, and the lower the LTV on a mortgage, 
the cheaper the interest rate tends to be.  
The Government is setting aside £3.5 billion  
for these loans, and aims to help around 
74,000 borrowers. 

The increased availability of mortgage  
lending as a result of the scheme could  
see a step up in demand for housing.  
Some housebuilders are already reporting 
increased interest from applicants. As 
demand increases, housebuilders’ ability to 
turn schemes around more quickly will be 
enhanced, cutting their cost of capital and 
leaving some room for land prices to rise.

The second part of ‘Help to Buy’ being 
introduced next year, is a much larger 
mortgage guarantee scheme, available for  
new-build and existing housing stock, which 
could further boost activity in the market. 

Recent revisions to household growth 
projections underlined the continued  
demand across England and especially in 
London, which will underpin land prices.

Results for Q1 2013
The average value of residential 
land in England and Wales rose by 
0.5% in Q1 2013

Average land values up 0.2% 
on the year, reversing the 0.3% 
annual decline in Q4 2012

Prime central London land prices 
climbed by 3.4% in Q1, taking the 
annual rise to 4.8%

For the latest news, views and analysis 
on the world of prime property, visit 
Global Briefing or @kfglobalbrief

Residential development land 
values rise in Q1 2013
Knight Frank’s residential development land index shows that average 
values rose both in prime central London and throughout England and 
Wales between January and March. Gráinne Gilmore examines the data:

Source: Knight Frank Residential Research
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“ In terms of demand, 
recent political 
developments could 
provide a boost to 
the market in the 
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Figure 2 
Housing demand vs supply
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PCL res dev land index 

Date Res dev land index 12-month 6-month  3-month  
  % change % change % change

Sep-11  100.00    
Dec-11  102.05    2.1%
Mar-12  103.20   3.2% 1.1%
Jun-12  103.20   1.1% 0.0%
Sep-12  103.20  3.2% 0.0% 0.0%
Dec-12  104.63  2.5% 1.4% 1.4%
Mar-13  108.14  4.8% 4.8% 3.4%
Source: Knight Frank Residential Research

England and Wales res dev land index 

Date Res dev land index 12-month 6-month  3-month  
  % change % change % change

Sep-11  100.00    
Dec-11  100.18    0.2%
Mar-12  100.22   0.2% 0.0%
Jun-12  99.85   -0.3% -0.4%
Sep-12  100.11  0.1% -0.1% 0.3%
Dec-12  99.87  -0.3% 0.0% -0.2%
Mar-13  100.42  0.2% 0.3% 0.5% 
Source: Knight Frank Residential Research
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